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INTRODUCTION

Measures to enhance the gualty of
the teacher work force have received
widespread attention in recent months Policy
makers have reviewed the selection of
teachers, their training and certification, and
the structure of the teaching profession
Perhaps most innovative has been the effort to
change theway teachers are rewarded in order
to attract better people to the profession, retain
good teachers and motivate all teachers to
work harder and better Even the President of
the United States has endorsed the notion of
basing rewards for teachers an performance

VTR

The ideathat changing the reward
system willimprove teaching s notuniversally
accepted, however Professional organizations
have, until recently, tended to oppose the
reward-for-performance concept because
1. they feel it would bring competition to a
sociai system that s (or should be) collabora-
tive, 2. the methodology for determining
supertor performance has not been retiable
and 3. the goalsn the educational hierarchy
differ so greatly that confliciing messages are
sent to teachers

Q t)
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Gwen the decentralization of the
education enterprise 1in the United States an
idea that i1s revolutionary in one area may be
passe nanother Various Scnhooi systems have
tned ment pay durning the last 100 years for
example But ment £y systems have not
always been successfutand, infact the growth
of the single salary schedule was in reaction
to abuses that had appeared in certain ment
systems Nonetheless some policy makers
currently think that rewarding teachers on the
basis of performance is an 1dea whose time
has come again

Researchers have begun to
examine the 1ssues raised by reward-for-
performance systems Palaich and Flannelly
identify key decision points (e g deciding
which characteristics of teachers should be
measured and against which standards of
performarce) and offer suggestions for
implementing these systems Hatry and
Greiner examine the eligibility evaluation and
reward structures of reward-for-performance
plans and illustrate the pros and cons of
choices made through case studies of aistrict
plans Rosenholtz and Smylie relate the
findings from researchon effective teaching to
the development of vanous reward-for-
performance plans Rosenholtz suestions
whether recent teacher compensation
proposals are likely to solve the problems they
are intended to solve Undergirding these
recent works 1s a vast literature on effective
teaching teacher motivationssatisfaction and
teacher evaluation

An issue of practical importance
that has received relatively Iittie attention,
however, 1s how much reward-for-performance
plans cost and more specifically, how the
structure of a plan influences its cost To aid
considerations of policy, this paper takes a
preliminary look at the cost implcations of
reward-for-performance prans

ERIC
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1. THE SINGLE SALARY SCHEDULE AND
NEW SYSTEMS OF PERFORMANCE PAY

Whlle it 1s sometimes convenient
to think tha: the single salary schedule is an
artifact of collective bargaining, there 1s
actually a strong theoretical, as weil as an
empirical, underpinning for this method of
compensation Max Weber provided the
theoretical underpinnings His view was that
rational decision making was best served by
bullding a strong bureaucracy charactenzed
by wnttenrules, promotion based upon training
and experience, a svstem of tenure and a
lifetime commitment to government service
The single salary schedule s a logical
outgrowth of the lifetime service concept where
compensation is determined by training «nd
experience Empirically, the single salary
schedule came as a result of political excesses
Inthelate 19th and early 20th Centuries While
such excesses were not typical of school
districts. the single salary schedule did
eliminate school board aecisions on teachers
that often aiscrminated against females and
minonties By the 1920s, the "new” schedule
was beingtouted as the innovation that would
strengthen education throughout the country

SERIC
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Crmcs of the current phght of
American education have tendedto emphasize
the dysfunctions of the single salary schedule,
most notably the absence of incentives for
improved performance Thus, what was hailed
as innovation 50 years ago 1s now sometimes
considered an impediment to education
progress

Now even the professional
organizat'ons are reexamining their positions
on reward-for-performance plans The former
and current presidents of the National
Education Association (NEA) have given
quahfied support to certain rewards for
performance Willard McGuire has sad,

NEA will consider any fair and equitable
salary proposal. . . .[P]lans should contain
competitive entry-level salarios . . . career
ladder opportunities for all

teachers . . . adequate evaluation proces-
ses and allowances for adaptations at the
local level.

Albert Shanker, of the Amencan
Federation of Teachers. nas said that his
organization would consider a plan if
“evaluations were made by someone the
teachers have confidence in,” if the plan does
not "establish a super salary schedule but
(leaves] the majority of the teachers at a
low-salary level” and if the plan helps the
school perform better " The Amerncan
Association of Schoel Administrators (AASA)
has given qualified support, voicing some of
the same concerns as the NEA, the National
Association of Elenientary School Principals
(NAESP) has said. "Ment pay plans do not wort
because of the many inequities and difficulties
encountered in establishing, implementing
and maintaining meaningful measurable
cnteria " Recently, however, the NAESP, the
AASA and the National Association of
Secondary School Principals have recom-
mended that states and school districts
experiment with teacher incentives
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District Plans

Despnte changing attitudes toward
the single salary schedule. very few schoo!
districts have experimented with alternativesto
it According to the Educational Research
Services (ERS), which surveyed ment pay
plansin 1977 and 1983, fewerthan 100 school
districts in the United States currently include
some type of reward for performance in their
compensation packages

ERS divides plans into five

categories

® “Carevr ladders” associate salary levels
with differentiated responsibility. Moving
from one level to another requires a
positive evaiuation. Plans that have
elements of career ladders are used in
Los Angeles, California; and King William
o., Virginia.

® 2 second category of plans may have two
or three separate salary schedules.
Teachers move to schedules with greater
rewards as a result of positive perfor-
mance evaluations. These plans are used
in Wayne, Pennsylivania; and West
Newbury, Massachusetts.

® Traditional “m:rit pay” plans award
single payments for excellent classroom
performance; some plans aiso consider
community service, additional degrees
and professional activities. Decisions
about rewards are based on annual
evaluations. Examples include Ladue,
Missouri; Clayton, Missouri; and Linn-
Mar, lowa; Bryan, Texas.

8 Afourthtypeof planis theextended con-
tract: teachers evaluated as excelient
are given contracts of one or two months
after the reguiar teaching year so they can
work on curriculum, inservice, etc.
Examples are Weber, Utah, and Cherry
Creek, Colorado.

® Some plans attend to district personnel
needs. Examples are Houston, Texas,
which rewards teachei's in areas of critical
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shortages by giving them higher salaries,
and Wyanet, lllinois, which rewards
teachers for additional school work not
required in their contracts.

Although some plans have beenin
place for a number of years the median year
of adoption was 1976 The average percentage
of teachers in these plans who received
awards In 1983 was 26% (with a low of zero - &\\‘
and a high of 100%) Awards to indviduals \_\,
ranged from a low of $38 to a high of $6,000.
with an average of $1,064 Uses of the money
ranged from sending teachers to professional
conferencesto having them work on extended- i
year contracts Some awards came in the form
of cash bonuses. others in the form of
advancerent on the salary schedt.le

Cmena for rewards vary signifi-
cantly Most plans use what ERS refers to as
“input data” on personal characteristics such
as degrees held, classes or workshops
attended, knowledge of subject, teaching
techrigues utihzed and abihty to work with
people Usedless frequently are “outputdata”
such as student attendance, number of
disciphne problems and student test scores

The award amount 1s most often
specified in advance for each teacher
selectec In some cases, evaluators recom-
mend the award amount, two districts divide
money available equally among the teachers
who qualify

The districts reported the benefits
of their plans to be compensation and
recognition of outstanding teachers, better
teacher motivation, greater teacher retention
and fewer teacher absences Most frequently
cited as reasons for success were ample
involvement of teachers in planning and
evaluation, development of a comprehensive
evaluation process, attention to advance
planning and adequate funds Major probiems
reported were lack of reliable evaluation
systems, morale problems among teachers not
rewarded, insufficient funds for awards and
administrative prob'ems (e g , overly restrictive
cutoff points)

LU




State Plans

Slates are also beginning to look
at reward-for-performance plans Four states
(Calformia, Flonda, llhinois and Tennessee)
have enacted legislation to create statew:de
reward-for-performance systems Three states
(Utah. Idaho and Anzona) have enacted
legislation that encourages local distncts to
reward performance, and other states are
considernng similar measures

The legislationin California, Flonda
and Tennessee cal'ls for state-designed and
funded programs in which all districts are
encouraged to participate California instituted
its “mentor teacher” program in 1983 Up to
5% of the teachers In a district can be selected
as mentors, who serve for three years and
recewve additional stipends of $4,000 per year
Therr responsibitities include curnculum
development, staff development and supervi-
sion of beginning teachers The Flonda State
Department of Education is to modify a
rudimentary mert pay/career 'adder incentive
program passed by the legisiature in 1983, the
resulting programs are to be implemented
during the 1984-85 school year The legistation
calls for voluntary ment pay plans developed
by districts and a statewide career ladder
program that relates compensation to
education. expenience and performance The
state has appropnated fundsto support these
intiatives Tennessee adopted its career
ladder program in early 1984 There are five
steps inthe career ladder, from the entry-level
"probationary teacher” to a “career 'evet Il
teacher, with zay supplements in the (op steps
ranging frcm $1,000 to $7,000 Pay supple-
ments for ipprentice teachers are to encour-
age recentgraduates to become teachers The
new plan 1s statewide, but teachers have the
option not 1o participate Tennessee has also
raised salaries by 10% for all teachers in the
state

The legislation in Utah lets local
distnicts design therr own incentive plans |t
outhnes the generalcr:enator localplans (e g ,
evaluation systems, relationship to collective
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bargaining agreements, eliquble personnel
typesof rewards for which state funds can be
spent. etc ) Career ladder programs may
include additional pay for additional 1espon-
sibiit.es during the school year, an extended

contract for summer responsibifities, or both
The legislation authorizes $15 2 milion in state
funds for districts implementing a performance

pay plan




2. COST FACTORS

Most echool districts budget a
fixed amount for awards to meritortous
teachers Most states that have recently
passed reward-for-performance legislation
have appropnated specific amounts In one
sense, then, the cost of reward-for-perfor-
mance plans s determined largely by the
resources available toimplementthem Butin
another sense, three interrelated factors — the
numrier (and often the charactenstics) of
teachers participating, the extensiveness of
the evaluation process used in assessing
performance and the reward structure itself —
combine to influence the costliness of
rewarding performance Planning 1s a cost
factor that 1s independent of the specifics of
the reward system iself

Aruitoxt provided by Eic:

Planning

The costs of planning a perfor-
mance-basedreward systemare significant A
district needs eitherto assign staffto develop
aplanorto hire consuitants, orboth Teachers.
administrators, parents and board members
should althave input intothe pian Often public
discussions will beheld Theplanwill nodoubt
berevised — possibly severaltimes — before
the final form The plan must be publicized
Teachers and administrators who will live with
the £'an must be thoroughly familiarized with
i1, the procedures and what 1s expected of
them Districts should also evaluate andrevise

12

the plan and ts components periodically as
they learn from experience or set new goals

The authors have not simulated
costs of planning and evaluating the entire
performance reward system because of the
extreme variability in state and local pro-
cedures and the many opticns available
However, readers should keep in nund that
properly plar ..1g and evaluating systems
requires money, time and much care Even a
system planned by the state will impose costs
onlocal districts to prepare forand implement
it




Participation Criteria

Smceakey determinancof costs 1s
the number of teachers participating In a
reward-for-performance program. the 1ssue of
eligibity raises several interesting questions

One questionis whether participa-
tion should be mandated or voluntary
Mandating that every teacher participate
raises costs, since every teacher must be
evaluated It also changes the rules of
employmentforteachers ait ady inthe system
leading potentially to morale problems and lost
productivity Letting teachers choose to
participate reduces the potential ior morale
problems, but it also reduces a district s
leverage inusing incentives to mprove teacher
performance Moreover, when a district does
not know how rnany teachers will participate
from one year to the next, predicting costs 1s
difficult

Another r,uestion 1s how many
teachers should receive rewards One
approach s to reward all teachers who
demonstrate excellence This shouldincrease
teachers’ willingi. ss to participate since all
“good” teachers have an equal chance of
being recognized This can also “e very
expens've, however, particularly in the
absence of well-developed critena for linking
rewards to performance Another approach 1s
to set quotas This makes predicting and
controling costs easier but it may also make
aprogram less effective if not all good teachers
recewve awards

Rewardmg all teachers who meet
high standards for performance may motivate
many teachers totmprove, restricting rewards
to a few "outstanding” teachers might
discourage many good teachers whoare never
recognized Thus, mited rewards can impose
a "cost” of teacher dissatisfaction without
yielding the benefit of widespread improve-
ment In teaching Since all school districts
ultirnately face resource constraints, the choice
of rewurding all gualifying participants or using
quotus represents a trade-off among the
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number of rewards. \he reward amounts and
tne expected (esults ot the program

As the focus shifts from stnct
compensation plans (ment pay. bonuses,
sabbaticals) to plans designed to influence
responsibilities and career options (career
ladders. part-ime and joint zppointments,
extended contrats), the participation
questions becomemore complex and the cost
implications more acute For example, how
quickly teacners are allowed toprogress from
one ievel of a career ladder to another
significantly influences costs Shorter
performance periods can increase the
frequency of evaluations and thus raise costs
More important. they accelerate the rate at
which teachers can increase their earnings
over and above the regular salary schedule
Longer pertcrmance penods spread out the
costs of evaluations and rewards, makingther
more predictable and thus easier to plan for
Districts have more time to adapt organization-
ally to new rules and responsibilities The real
question 1S how long 15 long. or how short 1s
short? Decisions should not be driven
exclusively by cost considerations, nor should
these considerations be absent

Evaluation Procedures

Accmdmg to the 1983 Education
Research Service study. evaluation poses the
biggest problems for distnicts (e g teacher
disagreement with the results, lack of objective
cnterna) Districts found it difficult to determine
which teachers deserved exiri pay. 1 gather
enough data to support evaliations. to avoid
inconsistency among evaluitors, to devise a
satisfactory evaluation incirument and to rate
teachers impartiuily Clearly, the costs of
evaluation should not be underestimated
Evaluation costs of three types should be
calculated start-up costs (the costs of
planning, instrument development and training
of evaluators). operational costs (the costs of
actually evaluating teachers) and administra-
tive costs

Start-Up Costs

Unless a school district already
has an adequate evaluation process inplace,
nwillincur anumber of “front-end” costs Most
important are the costs of developing
observation instruments and training




evaluators Forinstance, ifadistrict decidesto
use student test scores to assess teacher
performance and an acceptable standardized
test 1s not available, the costs of developing
the test and training evaiuators to interpret
results could be substantial Atthe secondary
level these costs are even higher, since tests
mustcoverallteachers inall fields If observer
ratings are used, specialized training for
principals and other observers could be
expensive Suchtrainingis ikely to be needed

to ensure some degree of inter-rater reliatihty

for a given evaluation instrument

Operational Costs

Evaluatlon methods influence
operational costs If test scores are used,
scoring and analyzing test results teacher by
teacher can consume substantial resources,
particularly ifa district has no research staff If
evaluation 1s by administrator/peer review, the
time spent observing teachers in classrooms
1S the major cost factor An often-discussed
method uses ateam of three people ateacher,
an administrator and an outside person (e g,
a university professor, a consultant or a
parent) Paying substitutes for the time that
teachers spend being evaluators i1s one cost
Compensating consultants, university staff and
parentsis another Allofthese costs increase
as evaluations per candidate per evaluation
period increase

Costs of Administration

Admmlstranve costs are less
substantial than start-up or operational costs
If an evaluation system includes an appeals
process, one costis the amount of money paid
to teachers, administrators and others for
sitting on appeals boards Another I1s the cos*
of preparing reports for a school board or other
entity that requires data on the candidates, the
evaluation process and the reward system
Othercosts would include candidates’ time for
prepanng materials related to their evaliuations,

1El{fC
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Reward Structures

The structure of a reward-for-perfor-
mance ptan affects its cost To illustrate this
point, three structures are described below

Merit Pay

The most popular structure has
beenmertpayinoneformoranother School
districts identify superior teachers. who receive
anawardinagiven year Mentpay " its purest
form s a bonus, the reward does not change
a teachers position on the salaiy schedule or
compensation in future years Primary costs
are the size of the bonus and the number of
teachersreceving bonuses Thereis generally
no aifference betweenthe short- andlong-term
costs of merit pay except when bonus amounts
are modified as a matter of policy However,
numerous local plans (Ladue, Missouri, Lake
Forest. Vermont, Evanston, llinois) make a
merntincrease part ofateacher's base salary
In this case. the district's aggregate salary
expense nses as it places teachers higher on
the schedule If ment pay becomes part of
teachers’ base salaries. it will raise retirement
costsas well Ifment payis treated as a bonus
ontop of salary, with noimplications for future
salary 1t probably will not affect retirement
costs

Career Ladders

A career ladder allows teachers to
progress through three or four levels, from
probationary teacher or apprentice to senior
teacher and master teacher The purpozeis to
tie recognition and responstbilities to acceler-
ated advances in saiary

The factors driving costs include
® Number of steps on the career ladder
® Size of awards at each step

® Lengthof time required to move fromone
step to another
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ln general. the greater the number
of steps. the larger the awards and the shorter
the time required to move from one step to
another. the greater the cost of a career ladder

Types of awards also influence the
cosit o areer ladders One type 1s an
increrr 1t to salary that remains fixed as long
as a teacher remains at a particular career
ladder level That s, the career ladder award
supplements the single salary schedule but
does not repiace what a teacher otherwise
earns on the basis of expernience and
education The career ladder or mentor
teacher plans being developed in Califorma,
Flonda and Tennessee treat the award this
way A potential problem withthis approach is
that the value of an award to the teacher
decreases year by year, relative to advance-
ment on the salary schedule and to changes
N the schedule

Another type of award maintains its
absolute value because 1 1s adjusted for
inflation orthe bargained percentage increase
in regular salaries 1s added to it In this case,
teachers can ook forward to increases in
Income over time  An obvious shortcoming is
that this type of award increases a district’s
long-term costs However, unless the rewards
formowving fromone career levelto another are
substantial (e g . $2.000 or greater), teachers
may opt notto participate Generally, increases
due to career ladder steps will be taken into
account in calculatu i, retirement benefits

Extended Contract

Under this plan, teachers judged
merntorious are hired forone tothree additional
months during the summer to work on special
projects Basic costs of the simplest extended-
contract plans are the number of teachers
participating and their annual salaries An
importantissueis whether theteachers whose
contracts are extended should be paid attheir
regular rate or at different rates based on the
nature of their work When distinctions are
made n responsibihties and then linked to
compensation, the extended contract plan
becomesliike acareer ladder, andthe factors
that influence cost expand accordingly




3. COST SIMULATIONS

Dlstncts seriously considernng
reward-for-performance pians should not only
understand the factors that influence costs but
also estimate costsrealistically Multipiyingthe
projected numbers of reward recipients by
projected reward amounts produces a basic
estimate (Where rewards are differentiated,
costs must be calculated1or each category of
recipient ) To this estimaiz must be added
costs of evaluatiuns (iInstrumentdevelopment,
staff training, etc ) Ideally, both short- and
long-run costs, including planning and
evaluating the program, should be estimated

ERIC
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S|mulated below are the costs of
three reward-for-performance plans — ment
pay. career ladder and extended contract
These simulations are based on spectfic
assumptions about participation, evaluation
procedures and the reward structure Output
for each simulation includes estimetes of total
costs of rewards. per-pupif costs and costs as
a percentage of total district salary expense
The costs of two types of evaluation are
simulated separately, then added tothe costs
of rewards No :ffort s made to suggest a
particular type of evaluation for a particular
reward-for-performance plan

The simulations use data from an
actual school district Listed below 1s most of
the data needed to estimate the cost of
reward-for-performarice plans



® Total number of teachers 1,100

#® Total number of students 18,272

® Total number of adminis- 95
trators

® Average teacher salary $21,000

& Average administrator $33,128
salary

® Total teacher salary expense $22,785,000

® Total administrator salary $3,147,160
expense

® Number of contract days 180

® Fringe benefits 20%

@ Daily rate for substitute $75
teachers

Evaluation Proccsses

Before thetotal costs of rewarding
teachers for performance can be computed,
choices have to be made about how teachers
will be evaluated Two possible choices are
described below and therr costs simulated

Evaluation Process “A”

Pfocess A is representative of the
process .. J by many school districts that
have expenmented with some type of
reward-for-performance system Itis assumed
that teachers set individual performance
objectives atthe beginning of the school year
and agree on these objectives with therr
supervisors Durning the year, supervisors
observe teachersinthe classroomandreview
these observations with teachers At the end
of the year. supervisors rate teachers and
discuss these ratings with teachers individu-
ally A final performance appraisal agreed to
by supervisor and teacher becomes the basis
for a ment award or for the next year's
performance objectives

lt 1s further assumed that the time
teachers spend setting performance objec-
tives. reviewing objectives with supervisors
and meeting with supervisors (after classroom
observations and again at year’'s end) amounts
to two additional days for which they must be
compensated Moreover, since teachers
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participating in the evaluation process will
spend some time out of the classroom, it is
assumedthat a substitute teacher will be hired
for approximately one-half day per teacher
evaluated

Daily Rate
No.of Teachers, (Includes
Evalustion Days Benefits)

2200 x $139 = $305.800
(1.100teachers x 2 days)

No.of Substitute Daily Rate for
Teacher Days Substitutes

550 x $ 75= $ 41,250

Total evaluation cost “A"  $347.050

Process A Includes no evaluation
training for teachers or administrators,
although some central-office time 1s assurmed
for des:gning a format for performance
objectives It 1s also assumed that adminis.
trators will meet with staff to explain the
reward-for-performance plan No additional
costs for these activilies are computed. since
itisassumed thatthey are added tothe existing
administrative load and take substantially less
ime once an evaluation program becomes
operational

Demands on the time of adrminis-
trators will be substantial For simplicity’s sake,
it1s assumed that schools are already
evaluating teachers on this schedule To the
extent that these evaluations represent an
InCrease over current practice, additional
administrative staff will be required Classroom
observations, imited to two per teacher, are
notexpected to consume more than two hours
ai atime Admnstrators are expected to
spread observations and supervisor/teacher
conferences over the school year lo eliminate
huitlenceks caused by the relatively high ratio
of F T Cto administrators

===

Thus the cost of evaluation under
Process Ais the cost of additionalteacher days
plus the cost of substitute teachers or
approximately $347 050

Evaluation Process “B"
Process B assumes evaluation of

leachers by therr peers as well as by
administrators It 1s assumed that consultants

£ W
4
(e g unwersity professors) will join teachers 3

and administrators on evaluation teams and
that administrators and teachers will require
some iniial traiming in evaluation procedures
Evaluations will consist of classroom observa-
tions and conferences with leachers Given the
number of teachers to be evaluated (1,100),
the time required for each teacher evaluation
(about one-half day) and the number of
evaluations per teacher (at least two), a
minmum of 10 evatuation teams working full
time 1s required

lt 10 teachers serve on evaluation
teams full ime the distnict will have 1o hre
additional teachers It will also have to hire
adaiional administrative staff since 10
administrators serve on evatuation teams
Hinng 10 consultants represents a third cost

No. of Team Members Daily Rate No. of Contract Days*

10teachers $116 180
10 administrators 184 200
10 consultants 150 120

*Excluding vacation days, hohdays and the hrst two and iast two weeks of the school year there are

probably 120 actual days available for evaiuahng teachers

Total Cost

$250,560
441,600
180,000
$872.160
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lt IS assumed that teacher.team
conferences occur during the school day and
substitutes will consequently be required
Each meeting will probably take one hour
which means a total of two hours per teacher
evaluated

No. of Substitute
Teacher Days Daily Rate Total Cost
275 x $75 $20.625

Thc €osts of evaluation teams and
substitute teachers, then, accounts for most of
the operational costs of Process B But costs
of training staft and developing evaiuation
Instruments are nonetheless substantial It 1s
assumed that this district will contract with a
universily to train 10 evaluation teams in a
two week seminar  The university charges the
distnct $15,000 10 cover the expense:, of two
tull tme-equivalent faculty for 10 days of
instruction plus matenals and $30,000 to
design an evdluahion process and ev iluation
nstruments The training seminars are held
during the summnier 1eam members must be
compensated for therr training time, at a cost
of $50.900

Daily Rate
No.of Team  (Includes
Training Days Benefits) Total Cost
100 $139(teachers) $13,900
100 220 (administrators) 22,000
100 150 (consultants) 15,000
Q
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Tho total cost of evaluation uader
Process B for Year One wouid be as follows

Start-Up Costs

Evaluation design $30.000
Evaluation team training (university 15,000
stafl)
Evaluation team traming (district 50.900
staff)
$95,900
Operational Costs
Himng of additional teachers, ad- $872,160
ministrators and consultants
Hiring of substitute teachers 20,625
$892,785
Year One Total $988,685

Long-Term Evaluation Costs

Thu general assumplion s that as
an evaluahon process becpmes institu

H_ tionahzed, its cost dimimshes In Process B,

the $30 000 o4t of evaluation design occurs
only once, and the cost of training evaluation
teams should diminish after the first year The
inajor recurnng expense will be the cost of
training new evaluation team members,
assuming that some teachers and adminis-
trators return to ther onginal duties But
recurrent training costscan be expecledto be
lesa than theanihal $66 00Minvestmoent tor two
reasons birsl b, unhkely that anentirely new
corps of team members will ever have to be
traned Sccond traning costs could be
partially subsidized by the reward structure
itself, if training new evaluators became part of
the regular duties of senior teachers

The costs of operation may or may
not diminish with time  Under reward-for-
performance plans that link additional pay to
additionai responsibilities (e g , career
ladders, extended contracts), evaluation costs
might drop considerably as evaluations
become the responsibility of master teachers
and costs become part of regular salary
expense Under traditional bonus plans (e g,
ment pay), evaluation costs would remain
distinct from salanes It for example, Process
B were used with g ment pay plan, teachers
would not assume responsibility for evaluating
other teachers as a normal parl of o career
ladder Therclore, the distngt would need to
employ additional teachers to replace those




serving on evaluation teams and the cost of
evaluation would nse with the regular satary
Increases

Merit Pay Model

Under the ment pay model
teachers receive a one-time bonus that does
not affect base salary It s assurred that
teachers rated as ‘excellent receivea $2 000
bonus at year's end and that teachers rated as
“outstanding” receive a $4,000 bonus It is
further assumed that 60% of all teachers w:li
receiverewards, half of them rated as exceltent
and half as outstanding The autpors have
chosen 60% n keeping with the philosophy
that rewards must be within the grasp of many
In order to act as meaningful ncentives Of
course, a district or state can choose whatever
number suits its purpose

Type of Number of Size of
Rating Teachers Award Total Cost

Excellent 330 $2.000 $ 660,000
Qutslanding 330 4,000 1,320,000
$1.980,000

lf evaluation Process A is chosen
thetotal cost of the planis $2 3 million, which
represents about 9% of distrnict salary expense
for teachers and administrator s or about $127
per puptt it evaluation Process B 1s selected
Ine cost of the plan increases to almost $3
mithon This represents about 11 4% of salary
expense or about $162 per pupil

Table 1
MERIT PAY MODE".

CostofRewards Evaluation Component TotaiCost CostPer Pupil PercentofSalaries

€@ C{"‘ 000 $347,050(A) $2,327,050 $127 9
E lCOOO 988,685 (B) 2,968,685 162 "
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Career Ladder Morel

Under the career ladder model
leachers rated as supenor are allowed ¢
Brogress to senior or master teacher status
Increments in pay of $2 000 for senior leachers
and $4,000 for master teachers become part
of base salary Since this increases payroli
cosls over ime the district phases the
program in over thiee years to smooth out
costs Quotas are established for the number
of leachers elgible 1o become senior and
master teachers in each of the three years In
Year One, 10% of all teachers may become
senior teachers and 10% may become master
teachers The number of chgible teachers
ncreases by 20% cach year until Year Three
when 60% of all teachers are eligible At no
ime may more than 30% of the total teaching
staft be senior teachers. nor may more than
30% be master teachers

ln Year One, the cost of rewards
under the plan i1s $660,000 or 2 5% of teacher
and admunistrator salaries

Number of
Teachers

110senior
110 master

Amount of
Reward

$2.000
4,000

$220,000
440,000
$660,000

Reward Cost

To salary costs must be added
evaluation costs In the interests ol simphcity
dand comparabihty, we are assuming that all
teachers will be evaluated every year, using
cither Process A or 8 Actually, of course, how
many leachers are evaluated and how often
are local decisions Some carcen ladder
MOoposals award posstions for tixed terms
(three or five years}andrequire evalualion only
atthe end of the term Other proposals award
postions indefintely, which makes frequency
of evaluation an independent 1ssue {f
evaluations are used formatively, to help
teachers improve their performance, annual
evah '2"QT° ~tallteachers may be appropriate
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If evaluation Process A 1s selected
the totai cost of the pian is $1.007.050, 3 9%
of leacher plus administrative salanes or $55
perpupit I evaluation Process B 15 selected
totdlcostincreasesto $1.648.685. 6 59 of total
payroll or $90 per pupil

ln the second year when an
additional 220 teachers becoma elgible for
rewards, the cost of rewards ncreases 1o
$1 353 000 ($660.0001n first-time rewards plus
the total of nrior-year rewards nfiated by 5%)
When evaluation costs arencluded, total costs
iIncrease lo between $1 7 and $2 2 million,
depending on which evalualion process i1s
selected Lvaluahoncos!sundcrProcessAare
higher in Year Two and subsequenl years,
because it 1s assumed that base salaries for
all teachers and substitutes Increase by 5%
each year Evaluation costs under Process B
decrease in Year Two, since most of the
start-up costs of evaluation design and staff
training drop out

By Year Three, 660 teachers have
become either senior teachers or master
leachers Totalreward costs equal $2 1 million

($660 000 infirst-ime rewards plus the inflated
values for prior-year rewards ) The evaluation
component increases the cost of the plan to

between $2°4 and $3 1 inihon depending on
which evaluation process s selected

Tab!e 2 shows the changes 1n
Per pupl costs and costs as a percentage of
teacher admuustrator salaries gver the
three-year phase-in penod

The reader 1s cautioned that these
figures are based on a numnber of simplifying
assumptions One such assumption is that
regular salanes increase by 5% in each of three
years Another s that neither enroliment or the
total number of teachers employed (and
evaluated) by the district changes A thrrd s
that reward amounts do nol change over the
three-year period In reality, it i1s unlikely that
al three assumptions would hold Its also
Important to note that the costs of retrement
and other benefits will INCrease, since the
rewards teachers receve are folded nto the
base salaries of 1eachers Exactly how much
the cost of benefits will rise depends on the
structure of the benefits package, anissue not
dealt with bare

Table 2
CAREER LADDER MODEL

Year  CostofRewards Evaluation Component Total Cost

$ 660.000
660,000

Year 1 $347.050

Year2 1,353,000

1,353,000

364,403"

Year3 2,080,650

2,080.650

382,623°

$938.685

£74.474°

989,8082

CostPupll' % ofSalaries

$1.007.050 § 55 39
1,648,685 90 65

1,717,403 94 63
2,227 474 122 82

2,463,273 134 86
3.070,458 168 107

'Assumes 5% ncrease n salanes for teachers and administrators and 50% reduction In costs of training
evaluators The $30.000 cost of evaluation design also drops out
2Assumes 5% InCrease In salaries For Process B, all start-up costs drop out




Extended Contracts

Extended contract programs are

like career ladder programs in that ex
brings extra responsibiities A district

determines which teachers will receive
extended contracts, based on therr evalua-

lions, what activities they will undertake

the extended penod and how rruch money

they will receive for that perod It is a

here that the contracts of 10% of all teachers
will be extended by one or three months during
the summer Award amounts are basedon the

average daily rate for all teachers

The total cost of the plan increases
to between § 876 and $1 52 milion, depending

on the evaluation process selected A

1S assumed that all teachers will be evalvated
even though only 10% of them will receve
rewards Per-pupil costs range from $48 to
$83, and costs as a percentage of teacher and
administrator salariesrange from 3 4%105 9%

tra pay

duning

ssumed

gamn, it

Table 3

EXTENDED CONTRACT MODEL

Activity/No. of Teachers Contract Period Reward Amount Reward Costs

Textbook 60 1 month $2,784 $167,040
review (20days)

Stafftraining 10 1 month 2,784 27.840
inteacher evaluation

Effective schools 40 3months 8,352 334,080
planningftraining 10 $528 960

Q
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4. CONCLUDING REMARKS

It cannot be stressed enough that
reward structures and evaluation processes
may vary widely and so may combinations of
structures and evaluations For example, the
extended contract model described above
could be modified untilitis hardly distinguish-
ablefrom a careerladder model Outstanding
teachers could be paid more for working more
hours per day during the regular school year
to advise students, provide remedial assist-
ance, develop instructional materials orto train
and evaluate other teachers Moreover, the
amount of the reward could vary with the
activities All teachers coulo be evaluated. or
only teachers who apply for extended
contracts Extended contract periods could
run from one month to several years

ERIC
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Contrary to some speculation,
reward-for-performance plans need not be
prohibitively expensive none of the costs
simulated here exceed 12% of total payroll
costs and most are lower Such costs are not
far beyond annual increments common in
school salanes States and school districts
should therefore look at where they can getthe
most benefit from ther expenditures

Much ofthe cost depends on how
plans are designed For instance. regardless
of the reward structure selected switching
from evaluation Process A to B greatly
Increased total costs In some instances, the
cost of evaluation exceeded the cost of
rewards (There is nothing inherently wrong
with such an outcome. say people who argue
that evaluating teachers regularly may be the
single most iImportant component of reward-
for-performance plans ) Clearly. though, the
costs of evaluating teachers should not be
taken lightly Distnict policy makers shouid
examine the pros and cons of alternative
evaluation processes carefully, recognizing
that there 1s no one pest way to evaluate
teachers Thegoalis aprocessthatiseffective
but not so expensive it prevents a district from
appropriately rewarding superor performance

The costimplications of combining
a reward structure with an evaluation process
areimportantto recognize Forexample, when
evaluation Process A is selected, the career
laddermodel in Year Three 1s identical to merit
pay in terms of the level of rewards and the
numbers of teachers receiving them Yet the
career ladder model 1s $7 moreexpensive per
pupil ($134 to $127) In the aggregate. this
amounts to about $136.000 (Note that
$136,000 will buy nearly 50 microcomputers at
today's prices ) Since career ladder rewards
become partof base salaries, the gap in costs
will widen over tme

The possible combinations of
rewards and evaluation procedures are almost
endless What probably makes the most sense
Istodetermine which mix best meets the needs
of the distnict and adjust the total plan to
resource constraints For instance, the career

Aruitoxt provided by Eic:

ladder model used above assumed a
three-year phase-in to smooth out costs
Making fewer teachers eligible for senior and
master teacher status would save money So
would choosing not to evaluate every teacher
every year The number of evaluations per
teacher and the amounts of money awarded
are other vanables that influence totai costs

The benefits of reward-for-perfcr-
mance plans must be set against the costs
Improvedteaching, better morale, retention of
good teachers and attracuon of talented
people to the field are possible outcomes
Good formative evaluaticns alone can do much

24

to improve the quality of teaching Real cost
savings may be achieved from reduced
turnover of teachers with less need tohire and
train replacements Each district must weigh
these possibilities in considering whether to
adopt a plan and in subsequent evaluation of
the plan

How well performance-reward
plans serve their purpose depends in part on
their fiscal viability 1t 1s hoped that the
foregoing analysis of costs offers some
guidance to district policy makers seriously
considering rewarding teachers for perfor-
mance

o
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by EllenFlannelly and Robert Palaich, Education
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The authors present brief arguments for and
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standards, designing evaluation programs,
training evaluators and teachers, different
kinds of pay systems and other waysto improve
teaching
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Lester M Solomon, Georgia Department of
Education(TQ84-2)

Solomon, writing out of his experience in design-
Ing and carrying out a pioneer teacher evalua-
tion planin Georgia, overviews evaluation pro-
Ceduresaccompanying performance-based
pay and staff development, and compares
testing and on-the-job assessment

3. Improving Teacher Quality Through
Incentives by Robert Palaichand Elien
Flannelly, Education Commission of the States
(TQ84-3)

Palaich andFlannelly sugges: ways for policy
makers to clanfy their goals forreward-for-
performance plans sothey may select the most
approprniate plans They set imits onexpecta-
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incentives

2-RIC

Aruitoxt provided by Eic:

4.

Political Myths About Reforming Teaching
by SusanJ Rosenholtz Vanderbiit University
(TQ84-4)

Tencommon belie it how performance-
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ponents ciincentive systems
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ladders and extended contracts to show how
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